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Consumer Market Developments

CUNS‘[E»IER spending has moved up
siendily since the beginning of 1961 to
a soosonolly adjusted annual rate of
$352 billion in ths first quarter of 1962,
an exponsion of aboui $21 billion, or &
percent over the firat quarter of lost

As the dacline in spending from
the peak in late 1960 was shart-lived
. and moderate, new highs were ntiained
in aach quarier beginning with the
soeond quarter of lest year. This
performance, it may ba noted, wag
achievod in & periad of generally stabla
prices.

Purchasing by consumers has moved
quite closely with the record flow of
income in the lnst four quarters so that
the ratio of expenditures to disposable
income has rernnined virtually un-
changed at 93 percont. The sonsurmer
potential to stepr up purchpses in the
period that lies aheed is fairly atrong,
bacouee jneomes nre rising, and alzo
in view of she relotively essier credit
situation and the favorable adjustiments
that wera made in credit euistanding
durirg the period of low purchaging of
., turzbla goods in 1961. The ratio of

rapaymenis on putomobils instedlment

credit pnper to disposnble personal in-

coma during the fourth quarier of 1961

{and nlso the firat quarter of 1902 from

present indicetions) is at the lowest level
. since before 1054,

Durable spending slows after pacing
recovery

The response of spending o the
19681-62 recovery in cconomic activiky

. exhibited o typical cyclical pattern.
Service expenditures continued upward
for a grin by the fivst quarter of this
yeor of nearly $10 billion or 7 povcent
over a year eatlier; nondurables rose
mere moderately, nbout $G Lition or
4 percent, while durnble pooda pur-
chises which had shown a deep decline
during the resession period recovered
shirply, moving wp by more than an
gighth, In the opening quarter of this
year, however, while serviecs and non-
tdurable goads demnnd expanded hurther,
durahle geods expenditares fetl moder-
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Rise Continues in Early 1962—Shiit in Pattemn

of Buying—Tota] Purchases in Line With Inceme

ately, Thie slippage—and a decline in
consumers’ purchasss of new hounses—
wna o limiting Inctor in the slower rise
in overall activity last winter.

New cez enles, which in Janusry and
Februnry had inllen below the senson-
ally adjusted fourth quarter 1961
monthly average, rebounded to n nanr-
rocord vate in Mareh, Furpiture and
thongsehold equipiment sxpenditures rose
mare than 7 percent betwean tha first
und fourth quariers of 1961 and, despite
a slight decline in the first quartar of
1962 veflecting in part the slowing of
new home construetion, the corrent
level romuing close to 6 percent ahove
B Foar ngo,

Within the nondurablas, food buying
rose about 2 pereent during 1961, and
in the opening gquarter of thiz yesr
incrergad eomewhat more. Pprt of
this eurrent incrensse in food purehases
iz dup b0 price rises, poarliculnrly an
vogetables and zenfond where adverse
weather reduced supply. Purchases of
lothing and shoes, despite a wesk
second quarter, rose nemdy 6 percent
from the beginning of 1961 tlwough the
fourth goarter, but appear to have
levoled off i tho early months of 1962,
Copsumer expenditures on pnsoline and
oll shewed little change during 1961
and in the firsk qunrcter of this yeur, as
a decline in prices mostly offzet slightly
higher volume.

Raviewing the yecovery in congumar
buying thus far jn the eurrent oyele,
it appenrs that the 8-percent 1izs in tha
four fuarcers sinca the trougl: compares
frvorably with the positions at similar
atageg in the 1954 nnd 1958-59 up-
swinggs, and was well rhove the 1940-50
iocresse.  (See table 2) These com-
parative resulte also hold for services
and nondurable gonds.

In the ense of durables the current
inerease of 13 persent ws littlo different
from tha advanes veeorded during the
firef four quarters of rise in 1058-50
oid well above that in sthe 1054
recovery. In ihe 19040-50 cycle dum-
blea rose about 20 percent. Thesa
differential movementa are almost en-~
thely dus to the varied reeponse in
aute purchasing.  Asenn be seen in the
Enble, the increase in disposable personal
income hea Leen relatively lnrger thus
for in the current recovery than in
similar vatier postwir periods.

Sheife in patterns of consumption

Demand for goods in the posbwnr
period hae failad to maintain it histori-
eal relationship fo adeancing income,
while cutlays for services have exeonded
it. Althongh starting (rom a low hasa
in the immediante posiwar pericd, tha
strong growth in scrvices hos heen an
important faetor in reiging total spend-
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ing to new lughs and keeping it about
in lina with income changes parficulndy
in recent years whea purchnses of durn-
bles bave lagged apprecinbly. Toinl
conaumer expenditures for goods nnd
services relntive to gross untional prod-
uol have displayed o good denl of
stability, Since Koren, consumplion
axpenditures have ranged only from 64
percent to G6 percent of G,

The nature of the ehifling patterns
of consumar buying mny he observed
froun the chart depicting the dispoesition
of tha consumer dollor in the 1929-82
period.  Most notabls is the character
of the service segment. The portion
of the dollex spent for services, which
because of wor and immediale postwar
restrictions such as rent conivols, lower
housing coustruetion, postponed vaon-
tions, etc., hied fallen to a low of 31
coitta in 1947, climbed steadily thare-
after to nenly 42 cents in the first
gunrter of 1962,

To n larpn oxtent this ad vance repro-
sontes B restoration of the serviees’
position in the prowar Inll employment
period; The eurrent share of services in
the gonsumer- dallur i only one eont
higher than i 1929, More particu-
larly, thera hus been a enteliing up in
tha prices of servicea which had vndor-
gone scvere rostrictions in the war and
anrly postwar yoars, As & result thiese
prices have rison considerably fnster
than goods priees. This trend is eon-
tinuing: Since 1958, sorvice prices have
risen more than 8 porecnd and goods
prices harcly 2 pereent.  Ta renl tarns,
services took 39 conts of the conswimor
dollur in the opening gqunrter of this
year, as compured to 34 conis in 1947
md 374 cenis in 1%920—eonsiderally
gmaller shifts than shown in the current
dallar slatistics.

Within . these ngpregales, however,
thare are imporiant ehanges in the
composition of sarviess,  Among thoese
are the shills aseocinted with the move-
ment from ronted to owner-ovenpicd
dwollings, and €hie incronsed shares of
medical earo, gns, electricity, and
telephones,

Housing, which neeounla for noarly
third of nll scrvice expenditures, con-
tributed o proportionite shave to Lhe
postwar growth in totsl sorvices uniil
195¢. Sinee then, howaver, its growth

SURVEY OF CURRENT RUSINESS

heas been Elower than that of the “other”
gervice groups, notubly personnl interest
payments, hespitals and health jnsw-
ance, medicel cnre, and househeld
repnir gervices, Ths slewimg jn the
riste of houging growth reflects r slacken-
ing rise in housing stock as well as rents.

Nondureble goods  expenditures
reached o peak of 60 conts of the con-

CHANGING CONSUMER SPENDING PATTERMS
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sumer dollar in wartima 1945 when
many hard poods were in short supply
and many services restricted. Their
share since then has declined steadily to
51 ceniz in 1250 and 6o a low of 48
cents in the Grst-quorter of 19482; whils
this is ooly % cents helow the figure
recorded in 1929, it should be noted that
outloys [or alcobolic beverages are
excluded in 1929, This pattern is
almoat wholly accounted for by the
behnvior of focd and clothing expendi-
bures whicl: currently aceount for about
76 percent of all nondurable goods pur-
chased, Since 1950, the food propor-
tion bes declined about 3 centes and the
elothing shoare by 2 cents. Expendi-
tures for these items tend to move with
population, which has incrensed loss
rivpidly than disposeble inoome or total
consumption axpenditures, altheugh
other fnoters hawve also contributed to
the downwnrd tread in their shoes.
The proportion of the consumer
dollar going for the remnining non-
durnble goods, which rese sharply in the
ently thirties lawgely roflecting the
inclusion of expenditures lor aleoholic
beverages following the repenl of pro-
hibition, hus bean relntively stable in
the postwar paried. This apparent
stability results from o rise in the
gnzoline and oil proportion offset by a
deeling in relutiva spending [or alcoholic
beverngss in the more recent years.
The perceninga of consumer spending
going lo durnbls goods has, of courss,
shown the most pronouneed fluatuation
of the major eatapories both in the pre-
war wndl postwar years. Nonetheless,
every yoar since 1948 this proportion
Tolde 2.—Chenges in Consnmpiton E".l.':gcn-.
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has exceeded that of the higlest prewnr
year back fo 1926, Expondifures for
automebiles aud parts have also sur-
passed their highest proway shore in
every yoor ofter 1947,

As can be seen in the ehart, outlnys
for new cars hove shown some alippage
refntive bo other typen of spending in the
most recent years. 'While this is due to
some wealmess of demand, an equally
important factor bhas boen the sppresi-
able decline it #verage unit prices of
new cars as the less expensive compacta
have tnken an inercasing shave of the
mnlset,  Compaets  ancounted for
aknost two-fiftha of all new car sales
in the opening monthes of 1862,

Consumption-Income Relationships

In the postwar years total congumar
spending has moved fairly closely with
income. Of the thres major sectors,
purchases of nondurables and serviges
have shown genernlly amali fluetuations
talative ta echanges in disposabla income
but those of eervices have shown the
greatest overall rise.

These refationships can be ohservad
clearly from the chart showing con-
sumar expenditures in relation to in-
come. Since boith consemption ex-
penditures snd dizposable income ara
plotted on this chart in térma of a ratio
aenla, the slope of each curve shows tha
proportionate changs in spending of
each kind as disposakle income changes
by a given percentngs. Hence 1he
stoepnese of the curve for services
shows thak this cotegory in the postwar
period has hesn increasing [nater
relative to income than the other two
mnjor entegories, or, in cther words,
the percontags of income going to
seryices hns been rising.

This steep slope, however, is n post-
war phenomenon. As can be seem in
the other chart, services tock a declining
shme of the consumer dollar during
the prawar and worr yeme. Thue the
prowor slope for services would be much
less stoep ond, sz will be indicated
below, was mouch more shallow than
for either durables or nondursbles,
A similer shift in the opposite direction,
to a less steep slope in the postwar
yanrs, bas ocourred in durskles,

Special [actors in the postwar period
thatl tended to influcnce thia relation-
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ship ta income inclede the making up
of prewar and wortime <eficits in
durables, and higher-than-prewsar birth
ratos and family formotion. The over-
riding differencs [rom the prewar period,
however, 18 the maintenance of
relatively high cotnomic activity, inter-
tupted by only beief, shori-lived recos-
sions, High, stendy esmploymuent, n
large velumo of accummulated nssets and
readily awvailable credit have enabled
conaumers to build a largo stock of
durable goods, and thereleve o reduce
the income eensitivity of durable goods
demand from the prewsr period. Henve,
the relationships now oblained are
aignificontly different from the prewar
period which was charncterized by
despar and ionger recessionary
MOTEINENLE.

On the ratie chart, durabla goods
show charactetistic short-term flunctua-
tiens refative to income, bt sl=2o exiubit
% strong upword trend in the emly
postwhr years a8 the heavy backlog of
demand wos beinp satisfied, and o
Hattening out sines 1855, Thiz in-
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stability becomes even more exireme
when the major component, autes wnd
porta, iz exmmined by iteell. Some of
these wide ewinge in durables nre
related to shilts in consmner income,
but often they ars saveed by entirely
separates faetars, The outbraale of
Korean hostilities in 1950 and the new
auto styling and innevalions in 1956
{both leadiag t¢ shurp incrsnses in
durable purchnses) are examples. Also,
the eyclical response in the case of
durghles is slrong even in paiods of
relatively amall buainess Huctuations,
reflecting the postponability of pur-
chaesa of big-ticket itame.

I'ood expenditures, while somewhat
unstable in the sarly peried, havermoved
more eclosaly with disposable income
gsines 1951. Expenditures for clothing
and shoes showed only n slighily
prostor increass relative to income than
iz true of food. In general, outlnys for
the major sarvice components did not
exhibit Inrge devinlions from incomse
irends in the postwar yoears and, with
the notable axesption of transportation,
increased mors rapidly than income.

Regional Income—(Continued from page 8}

average rnta of incoms gain in the
Southwast last yenr was the moderating
of & strong income pick-up in Arizona—
a contiouvstion of thet State's streng
post war growth—hy the smaller in-
eronses in Oklahoma and Now Mexico.

Last yenr'a income mdvancs in Ari-
zonn wazs widely based. Every major
industyy was up substontiolly. Per-
centags increases in fmrm ineome and
in government disbursements matchad
thoss in the cowniry ns n whols, but
in private nonfarm industries the par-
centage rige was striling. Totn) enrn-
ings of porsons amployed in industries
other than farming and government
rose 6 percent in the State from 1960
to 1961 ond 2 porcent nationally.
Among individual industries, the largest
gains occurred in trade, services, and
mnnufneturing.  In each, Arizona’s
196D-61 rete of incrense outstripped
that in the country ns o whole by »
wide onrgin. ‘The rise in total income
in the State was nceompanied by, and,
in fact, pertially caused by populntion
growth. Aceordinply, per capite in-
eome rofe ok A lesser rate—1 percent.

Rocky Mountain

Nonfarm ineoms in the Rocly Moun-
tain Stntes—the second mosé ngricul-
tural of the regions—experienced one of
the largost peorcontage rvises iu the
Mation from 1960 to 1881 —about
dovkle that of the Nation aa n whols.
This topranlting gain combined with o
sunll decline in income rom farming
gava the reglon n paroenéage yise in
total income that ranked, along with
that of New England and the Far West,
n# the largest in the Nation,

Partly making up for a drop in con-
struction was & spurt in farm incoma
in Wyoming. In contrast, Montann's
wheat crop suffered severe drought
loazca and furm ineome o that State
fell more than one-fourth, o decline
that offeat the goin in ineome from non-
Inrm  sources lenving totol pevsonal
income i the State utchonged from
1960 to 1961,

Manufacturing earninga—chiefly re-
Inted to defense expansion—were o
primary faotor in boosting nonfarm
incomes in Utah and Colorado.

Aprit 192

Far Weat

The Far West, along with tha North-
wesat, acored the largest relative risa in
total ineome—b6 pereent.  Among indi-
vidual States rotes of changs wnried
widely. :

Tourizm, fande, and o spurt in con~
struction ncéivity pushed apgpregate
ingomes i Nevado up & percent, the
second largest reletive increase of any
State in 1961,

The flow of personal income to
residents of Califortiin wae ot o record
#4654 billion lost yeor. This was $2
billion, or & percent, more than the
1960 total. The income advance wuns
broadly besed with substantial gaing in
panrly oll lines of economic sotiviiy.
Largest increnses occwrred in mann-
Tacturing and services, with earnings of
perzons i thess industries rising about
#300 million and $400 million, respec-
tively, in 1981. Together, the pick-up
in manufacturing ond services acecunted
for one-third of the overall income rise
in the Stnte. Substantisl gains—all
bettor-than-average—were recorded in
minjng, construction, trade, and A-
nanee. Agriculture was the only major
industry to show o decline from 1960 {o
1961, although activity in parts of some
industrica—uireraft production, for
exsmple—way down,

Congimar moomes in Washingion
roas 4 peroont lost year, A pood min
in factory payrolls, eentering mainly
in the large indusiwiol complex ot
Seattls, gare @« strong lilt to private
ponfarm income. In eontrast, farm
incoma in the Stata declined almast
onc-tenth and ineomes dishursed by
Fadaral, State, and local governments
ose but at less-than-average rates.
Omn balanes, then, the aggremnts incoms
riza was of pvernpy proportions,

Alaska and Howoil

In Alnska, completion of defense -
projects vaduged earnings in tha con-
gruction indusiry spproximatsly one-
third; whila smaller sarnings in the
lumber industry wera responsibla for
the drop of ona-tenth in foctory pay-
rolls.

Aggrogate incoms in Hawsii con-
tinued to grow in 1961 as esrnings from
oll major nenfum components ex-
panded ot rates axeeeding those rea-
corded for the Nation ne s whole.



